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levels and patierns of economic development, this cause 
+d mechanism may have also great disparities. In order 
to the essence of stagflation, and based on an 

of the conditions of our country, it is necessary 
to analyze them separately 


1 Causes and mechanism of stagflation in developed 
countries 


What were the reasons that at the end of the 1960's and 


of was the main cause of the western countries 
into jon in the 1970's. (2) The western 
interpretation of Marxism—the belief that neg 


of the capitalist monopolistic structure was 
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industrial revolution people generated a need for steam. 
ships, airplanes and other appliances 
and machines, Afier World War Il, the revolution in 
electronics and computers brought new demands for 
telecommunications and information and automation in 
industries and offices. The rise of this new demand, plus 
postwar recovery needs and the military 
expenses of the cold war, caused a hightide in the natural 


Europe 
the United States also bear certain features of welfare 
societies. These are the natural consequences. 


Under the conditions of the weakening of the growth 


2 Causes and mechanism of stagflation in developing 
countries 


The tide of democratic national rc volutions has pushed 
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First, worldwide economic changes will increasingly 
batter our country's economy, The development of an 
externally-onented ecco nomy is the basic way out at > 
present stage of our country's economic 

By the year 2000, ie to alee of Oe ae 
development strategy, our externally-oriented economy 
will have achieved a great development. It is anticipated 
that exports then will have ascended to a ratio of 20 
percent of the GNP, that the national debt ratio will have 
exceeded 130 percent and that the national debt repay 
ment rate will have exceeded the safety limit of 20 
percent. At the same time as promoting our country's 
economic development, it will also have increased our 
economy's dependence on the world economy, and thus 
will naturally have increased the influenc: s of worldwide 
economic changes on our country's economy. Even more 
critical is, the frail nature of the external economic 
structure. Our country's import and export structure and 
foreign debt structure are akin to those of the developing 
countries and Yugoslavia, Hungary, and Poland. Our 
imports consist mainly of manufactured products, our 
exports are comprised mainly of primary products and 
products with a low-degree of processing. The regional 
structure of our trade and foreign debt emphasizes the 
developed countries. This situation may be further rein- 
forced by the coastal development strategy which calls 
for an externally-oriented economic pattern based on 
exporting labor-intensive-type products. Thus, through 
the two channels of foreign trade and foreign debt, if 
stagflation reappears in the developed countries or if 
international economic conditions deteriorate, their bat- 
tering effect on our economy will be greatly exacerbated. 


Microeconomic structural foundations are no doubt 
decisive factors, and if confusion reigns in an enterprise 
and the enterprise is not stimulated, a fundamental 
hidden danger is created. Confusion indicates an enter- 
prise having failed to set up its own self-restraining 
mechanism, leading to inflation in the consumption 
fund, indulgence in short-term acts, disorderly scram- 
bling for increasing prices, and operation and manage- 
ment being in a disorderly state. Lack of stimulation 
implies that the self-starting ability is still very weak, that 
the workers do not show a high degree of 
enthusiasm, that the phenomenon of work slowdowns is 
becoming increasingly more serious, and at the same 
time the high level of consumption demand cannot be 
scaled back, and that the workers are inflexible and 
headstrong not only regarding employment and wages 
but also in their expectations about awards. It also 
demonstrates a weakness in operational understanding, 
a readiness for profits without a sense of responsibility, 
or for losses. Profitmaking enterprises place their hopes 
for pro‘its on being able to raise the commodity prices or 
striking a bargain during negotiations. As for those 
enterprises incurring losses, they hinge their hopes on 
financial subsidies from the government and receive no 
external or internal pressure from scientific manage- 
ment. in short, there is a lack of motivation to enhance 
economic results or technological levels; no improve- 
ment is made concerning the consumption of materials 
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and manpower or the use of funds, or in the quality of 
the products in the enterprises, and the level of tech- 
nology and equipment is backward. What makes people 
particularly concerned is that the above-mentioned con- 
ditions are even more serious in the large- and medium- 
sized enterprises that are purported to be the mainstays 
of the national economy. Enterprises, particularly large- 
and medium-sized enterprises, are the principal bodies 
of economic operations, and if confusion reigns them in 
they will remain unstimulated, the economy will lose the 
microeconomic foundation it needs for healthy develop- 
ment, and it will be far less able to sustain major impacts 
from outside. This constitutes the most basic cause 
leading to the production of stagflation. 


Sustained inflation brought about by excess consump- 
tion may also lead to consequences that cannot be 
overlooked. Demand-pull inflation has been sustained 
for many years in our country, particularly in recent 
years, consumption-induced inflation. More impor- 
tantly, a stubborn mechanism has been operating in our 
economy, that breeds consumption inflation. Workers’ 
inflexible and headstrong attitude towards wages and 
salaries, employment and rewards, has made it impos- 
sible for consumption demand to adjust to the depress« 4 
scale of investment. Rather than decrease it has con- 
tinued to increase. Unequal distribution among the 
enterprises and individuals causes competition in con- 
sumption and naturally results in the consumption level 
rising repeatedly. Periodic interruptions in macroeco- 
nomic management, direct control having lost its effec- 
tiveness and the indirect control mechanism not yet 
having been established all make consumption, behave 
like an unbridled horse completely out of control. Main- 
tenance of a consumption-induced inflation 
necessarily relies first on foreign loans and second on the 
issuance of more domestic currency. The result of either 
one will be on the one hand leading directly to inflation 
and on the other hand, invariably lowering the level of 
production and hence stagflation. 


The potential danger that concerns people most is the 


cine os ath avecumi shen, wentwaaten of the 


improvement has been made in the industrial structure 
nor in the industrial technology which supports this 
structure. Regarding the industrial structure, on the one 
hand, its basic industries have become weaker following 
the speedy economic growth, and with the bottlenecks of 
=> energy, communications and raw materials indus- 

ries and trades becoming more acute, its weakness 


Som & is far more serious than in the majority of 
developing countries or in Yugoslavia, Hungary, and 
Poland. On the other hand, it sadly lacks the support 
industries of high technology and thus lacks top-notch 
products that can compete in the current international 
market as well as outstanding leading products in the 
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domestic markets. In the developed countries, including 
a portion of the developing countries, progress in indus- 
trial technology contributes for over 50 percent to eco- 
nomic growth whereas in our country it is below 25 
percent. Such prospects are all the more worthy of 
concern. Problems like the inequities in income have 
caused a large outflow of scientific and technical talents, 
and instances of students forsaking their studies. All this 
further weakens our nation’s already frail and limited 
scientific and technological strength and some day could 
result in a lack of qualified successors in the scientific 
and technological fields. In the field of scientific 
research, probings into basic theories have become 
increasingly scarce and the fruits of large numbers of 
research projects have lain idle and not been put to 
actual use in industry. It is particularly noteworthy that 
enterprises, particularly large- and medium-sized ones, 
universally lack an intrinsic desire for technological 
progress and have few technical personnel capable of 
developing new products and techniques. Their available 
funds for such purposes are pitifully small and their 
technological levels have fallen far behind. This weak 
state of the national economy implies that our country’s 
economic development is buili on a very fragile founda- 
tion. that high-speed economic growth cannot be main- 
tained for long, and that once the “storm” arrives, the 
economy will be on the verge of collapse and further- 
more could lead to several interruptions in future indus- 
trial development. Eventually the factors that cause 
stagflation in the developed countries in the 1970's may 
appear in our country. 


The hidden factors mentioned above may partially be 
attributable to the inherent problems associated with 
backwardness of the productive forces. Moreover, to a 
certain extent they are inevitable in the course of reform. 
But it cannot but be said that for the mos part they are 
closely related to our reform and selection of economic 


policies and development strategy. 


IV. Basically Removing the Potential Danger of 
and 
—- at Reform, Policy Strategy 


From now on, finding a way to nip the potential danger 
of stagflation in the bud should become the major 
Starting point in planning the reform and formulating 
policy and strategy. This requires us to comprehensively 
examine reform, economic policy and development 
strategy from a new angle. 


1. Reform—the key lies in truly enlivening the enterprises. 


Enterprises are the cells of economic life. Only when 
these cells possess vitality can the entire economy 
become vital, develop healthily, resist externally- 
induced corrosion, and combat stagflation. Measures 
such as delegating authority to lower levels and the 
ceding of interests by central authorities that were 
adopted in the early stage of the reform enabled enter- 
prises to disentangle themselves from the bondage of 
plans and facilitated the accelerated development of 
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production, However, they also created many unex- 
pected problems. Downturns in benefits, deteriorated 
structure, confusion in order and program, and aggra- 
vated inflation are all related to those measures. Seen 
from the surface, it seems that enterprises have been 
over-stimulated but looking below the surface, it appears 
that enterprises have not really been stimulated. The 
greatest defect of the contract system is that it still is 
unable to fundamentally stimulate enterprises. The crux 
of the problem lies in the property nght relationship. For 
an enterprise to truly possess vii 1lity, both the entrepre- 
neur and the producers must share a common desire to 
seek the enterprise's development. From the entrepre- 
neur's perspective, this desire arises of a wish full to 
maneuver the assets into the material foundation 
whereas from the producer's perspective, the desire 
arises as it has direct bearing on their livelihood. How- 
ever, under the contract system, due to the confused 
state of the property right relations, this foundation and 
prerequisite do not exist. As a result, the enthusiasm of 
the entrepreneur is limited while the producer cannot 
arouse his sense of responsibility. 


Inevitably, enterprises enjoy the profits but do not tae 
responsibility for the losses, thus making independent 
operation and assumption of sole re onsibility for 
profits and losses hard to realize. This determines that 
the enterprise's vitality still cannot be fully brought into 
play. Compared to this, the shareholding system is a 
better choice. At present, the direction of enterprise 
reform is to overcome all hindrances and unhesitatingly 
speed up the transition and transformation from the 
contract system to the shareholding system. This is the 
only road to truly invigorating enterprises. 


Enterprise stimulation also depends on the formation of 
the market; departure from price reform, therefore, will 
make it difficult to proceed with enterprise reform. The 
two should be side by side. At present the 
discussion of which of the two should be pushed first must 
be shifted to a concrete plan for coordinating the two. 


Along with enterprise reform and price reform, other 
reforms such as currency, finance, investment and for- 
eign trade reforms should develop around enterprise 
stimulation. This is particularly true in the case of 
currency reform the pace of which should be stepped up. 


2. Policy: At the same time as perfecting control policies, 
development policies should be emphasized and strength- 
ened 





According to policy goals, macroeconomic policies may 
be divided into two major categories: One kind controls 
economic fluctuations to achieve short-term economic 
stability; these are control policies. The other kinds 
promotes economic progress and has as its objective the 
realization of long-term economic development; they are 
known as development policies. 


Since short-term fluctuations clearly brought on by 


demand-pull inflation have emerged in our economy 
since the advent of reform and the policy of opening up 
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to the outside world, in recent years our country greatly 
strengthened its contro! policies. This is necessary and 
correct. Continuing to improve this policy of control and 
to hold in check demand-pull inflation, particularly the 
trend of consumption-induced inflation, is an important 
aspect of eliminating the potential threat of stagflation. 
At the same time, we must not fail to note that due to the 
Stage by stage character of economic development, 
developed countries generally focus on control policies 
whereas developing countries focus on development 
policies. Our country is a developing country and devel- 
opment is our major concern, but the transformation 
and enhancement of the state of the national economy is 
a necessary requirement during the take-off and devel- 
opment stages. Like economic structural reform, this is 
an important historical mission for us at present and at 
the same time constitutes one of the basic means of 
preventing the growth of stagflation. What needs to be 
understood is that aside from social structural factors, 
the backward conditions of our country’s productive 
forces and the shortage of resources have made it neces- 
sary to rely on a systematic and effect: ve development 
policy to guide the improvement of ‘he state of our 
national economy. This implies that the development 
policy should be the focal point of our macroeconomic 
policy at present. It cannot be denied that development 
policy has not received the attention in our country that 
it merits. The two most important development policies, 
namely industrial policy and policy of achieving techno- 
logical progress have not yet been given their due posi- 
tion while other development policies have been pushed 
aside by the control policies. One cannot but blame this 
for the current low level of the state of our national 
economy. Therefore, it is necessary to swiftly shift the 
basic focus of our macroeconomic policy to development 
policy and set up a development policy structure based 
mainly on industrial policy and policy of achieving 
technological progress. 


3. Development Strategy: A penetrating look at the coastal 
development strategy. 


The coastal development strategy w.s put forward at the 
end of 1987 as the overall strategy for our country's 
economic development at the current stage. This strategy 
can be broken down into three main parts: (1) The need 
to develop an externally-onented economy of “extensive 
importing and extensive exporting”, (2) the eastern 
coastal region should be the first to “be put out to sea”; 
and (3) the externally-oriented economy should concen- 
trate on exporting labor-intensive products. 


The ‘irst and second parts were important theoretical 
breakthroughs, and were also selections in conformity 
with our country's national conditions. Hence, this 
Strategy had an important path-setting value and prac- 
tical significance. Naturally, as a result of developing an 
externally-oriented economy, the incidences of changes 
in the world economy battering our country’s economy 
will increase, but the importance and major significance 
of this strategy on our country’s economic development 
should make the risk worthwhile. The question is, what 
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pattern of externally-oriented economy should be 
adopted that can facilitate economic development at the 
same time as minimizing risk. 


The third part calls for making exporting labor-intensive 
products as the focus for devel >'ng the externally- 
oriented economy. This determir . the pattern of the 
externally-oniented economy in the following aspects: 
The first is still keeping within the framework of the 
unilateral trading model, the second is that the export 
products should be comprised mainly of light industrial 
and textile products and agricultural products; the third 
is that the major component of the labor force should 
consist of rural surplus labor, and the fourth is that the 
main body of the export enterprises should be town and 
township enterprises. At the same time as affirming the 
positive significance of this pattern, many people have 
already raised several questions and doubts. Here we 
shall dwell on this solely from the angle of i 

stagflation: First, the trade channel is the flexible and 
convenient way of transferring risks and crises. When a 
country’s economic conditions have deteriorated, it is 
necessary to reduce imports and at the same time raise 
the prices of exports. This directly produces adverse 
effects on the trading conditions of one's trading part- 
ners. Comparatively speaking, at the even higher levels 
of international division of labor and liaison, such as 
direct investment and multinational corporations, their 
sensitivity and adaptability are greatly reduced, and 
even in the event that they are able to make adjustments, 
they cannot produce import, export, and debt multiplier 
effects. It can thus be seen that the unilateral trading 


countries will resort to the countermeasures of 
depressing prices by restricting imports of primary prod- 
ucts and products requiring a lower level of processing 
while at the same time raising the prices of their own 
exports. Furthermore, as a result of the developed coun- 
tries’ reduced demand for light industrial, textile, and 
agricultural products and the high elasticity of our own 
demand for manufactured products, our country's vul- 
nerability to events in the developed countries and to 
falling into the mire of stagflation. Third, as for the 
selection of the rural surplus labor force as the mainstay 
for producing exports and of town and township enter- 
prises as the prime source of foreign-exchange-carning 
exports, this model's fragile nature and inability to resist 
external economic forces is obvious. Once the difficulties 
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become insurmountable, a population of over one hun- 
dred million will be unemployed and numerous enter- 
prises will be on the verge of closure. The consequences 
will be not only economic stagflation but also serious 
social problems. 


The foregoing analysis cannot but make us fear that the 
selection of labor-intensive products as our focus is not 
only doubtful as regards its feasibility but also could 


traditional pattern of the unitary trading model should 
be converted into the current multinational operational 
model engaged in a higher-scale level of international 
produ “tion; at the same time, as far as foreign trade is 
concerned, export enterprises should not consist princi- 
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Soviet Union and East European countries so 
reduce the overall level of risk. Only in this way 
externally-onented economy extricate itself from 
traditional model and be converted to a modern 
able to withstand the batterings caused by changes in 
world economy and eliminate the potential danger 
externally-induced stagflation. 
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Economist Urges Greater Economic Reform 


90OHO00!1SA Hong Kong CHING-CHI TAO-PAO 
[ECONOMIC REPORTER] in Chinese 
No 33, 21 Aug 89 p 12 


[Article by Tung Fu-jeng (5516 6534 4356)) 


[Text] In line with the Chinese Government's guiding 
principle of improving and rectifying its overheated 
economy, it has, since the fourth quarter of 1988, put 
into effect a policy of retrenchment that has now 
achieved some results. 

The summer grain crop increase of 5.1 billion jin indi- 
cates that agriculture has begun to take a turn for the 
better. There has been a decline in the inordinate pace of 
industrial growth. For the first half of 1989 gross indus- 
trial output value has increased 10.6 percent over the 
same period of 1988, a drop of 6.4 percentage points. 
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The excessive investment in fixed assets has been con- 
trolled. The total investment in fixed assets for the first 
half of 1989 was roughly the same as that for the same 
period in 1988. The finance situation has improved. 
Bankir g had a net return of currency from circulation for 
the first half of 1989 of 5.794 billion yuan, 14.155 billion 
yuan less than what was issued in the same period in 
1988. Bank savings of urban and rural residents 
increased 64.4 billion yuan, 24.4 billhon yuan more than 
for the same period in 1988. However, bank loans 
increased 34 billion yuan less than they increased in the 
same period in 1988. The commodity market 1s tending 
toward stability, and the rise in prices is slowing down. 
Although the level of retail commodity prices for the 


cation have not gone well, and some major objectives 
have yet to be realized. For example, the planned target 
of reducing the investment in fixed assets for 1989 by 
26.6 percent compared with 1988 will be difficult to 
achieve. There is still a sharp increase in consumer 
funds. Consumer funds disbursements from bank cash 
reserves for the first half of 1989 rose 25 percent com- 
pared to the same period in 1988. It is likely to nse even 
more for the last half of the year. Because the increase in 
revenue for the first half of 1989 has been lower than 
budgeted and because, at the same time. expenditures 
have exceeded what was budgeted, the deficit could go 
above the 7.4 billion yuan stipulated in the budget. The 


difference in the amount of currency withdrawn from 
circulation compared to the amount that should be 
withdrawn is extremely great. Because revenue from 
export earnings and nontrade foreign exchange carnings 
are down, the foreign exchange balance is in trouble 
Under the circumstances, the stipulated task of clearly 
reducing the extent of the 1989 price increases in com- 
parison to the 18.5 percent increase in 1988 will be 
difficult to realize 


ties, such as color television sets and chemical fertilizers, 
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5, See A. Chandler, Jr, The Visible Hand: The 
Revolution in American Business,” _—_ MA, the 
Belknap Press of Harvard University Press, 1977. 


, when the “opinior” of a 


in the realm of democratic politics. 


7. Harvey Leibenstein, of Harvard University, discussed 
the discretionary behavior of the decisionmakers and 


2% 


Jiangxi Industrial Banks Report Deposit ‘Surplus’ 
OW 1411133089 Beijing XINHUA Domestic Service in 
Chinese 0529 GMT 13 Now 89 


By Reporter Yang Jian (2254 0256) and Correspondent 
tong Qiugu (3574 8002 6253) 


{Text} ~~ 13 Nov (XINHUA)}—As of the end of 
October, the 


has reached 5.011 billion yuan. This amount represents 
a net increase in savings deposits for January to October 
this year of 892 million yuan. 


In the last few years, Industral and Commercial Banks 
at all levels in Jiangxi have put much effort into 
expanding their savings deposit network as well as the 
business of overseeing payments to workers who have 
wages deposited directly into bank accounts. 
To date, 50! savings deposit centers comanaged with 
enterprises have been established provincewide, 26.413 
units have been authorized to act as savings deposit 
centers, and 5,029 units have been authorized to pay out 
In addition to these, the Industrial and Commer- 
Bank has also restored and launched over | 0 kinds of 
banking business services, including fixed deposit and 
current accounts, travellers’ checks, bonus and lottery 
savings deposits, large-denomination fixed deposits [da ¢ 
ding qi cun dan 1129 7345 1353 2601 1317 0830), and 
inflation-indexed savings deposits. This has resulted in 
the rapid expansion of savings deposit. 
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Jilin Reiterates Tax Regulations for Enterprises 


SK1511021389 Changchun Jilin Provincial Service in 
Mandarin 2200 GMT 14 Nov &9 


Text) To correctly implement the state's criteria for 
of bonuses, the provincial tax bureau recently 
reiterated six regulations. 


First, the principle of levying taxes a 
bonuses should be implemented. When the 

bonuses issued by enterprises and institutions within the 
year exceed the tax-free amount, tax payment reports 
should be submitted and taxes paid before bonuses are 


Second, the tax-free amount of the bonuses of enterprises 
and the institutions subordinate to scientific research 
units, schools, medical and health care units and culture 
departments is the amount equivalent to the wages for 4 
and % months. 


ng 
percent of their basic wages. If the bonus does not exceed 
30 percent of the basic wage, no bonus tax will be levied. 


Fourth, wage regulatory taxes should be levied without 
from all the enterprises that enforce the system 
of linking the payroll to economic performance. 


Fifth, bonus taxes from state small commercial enterprises 
operated under the leasing system should be restored. 


Sixth, tax departments should order the units which do 
not submit tax payment reports and pay taxes on time to 
ey peppy — Lt 

of 5,000 yuan on them. An overdue fine equivalent 
to 0.5 percent of the tax that should be shouk be 
added to the tax for cach day of after the 
deadline. 


Shandong Stresses ‘Advancement’ of Technology 
HK0711141389 Beying CE! Database in English 
7 Nov 89 


sy Jinan (CEI}—Shandong Provincial Government 


, digital-controlled precisior 
cycle, chemical fibre knitwear and artificial woollen and 
silk fabrics. 


2. Popularization of 10 items of new technological 
achievements such as self-supply of steam generated 
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through synthetic ammonia, energy-saving in papermak- 
ing, sa of industrial water, microcom 
trolled and application of rare earth. 


tronic information, machinery and its energy-saving 

equipment, special fibre and post-dyeing treatment, 

pera. f , Sewage and watersaving, refined chemicals and its 
intermediates, and new fertilizers and pesticides. 


will raise the coverage of techno- 
enterprises to 70 percent from the 
current 60 percent, the output rate of new products to 10 
percent seven percent and the rate of quality 
products to 24 percent from 2! percent, and cut energy 
consumption for 10,000 yuan of industrial output to 4.6 
tons from 4.9 tons. 


ESS & Get Sega @ Gane 


OW 1111225689 Beijing XINHUA in English 
1526 GMT 11 Nov 8&9 


Text] Shanghai, November |! (XINHUA)—The 


For a century and more Shanghai proper has been 
mainly expanded on the western side of the Huangpu 
River, while large areas on the eastern side have 
remained idle due to limited transport conditions. 


Local authorities consider that development of the 
eastern part is an effective means to alleviate population 
pressure, traffic jams, irrational industrial layout and 
pollution in urban areas. 


He Shanquan, vice president of the municipal Planning 
and Design Institute, said that the overall plan for 
of eastern Shanghai covers 350 sq km. By 


d municipal 
has decided to rent out the land-use rights to attract both 
foreign and domestic investors. 


The city aims to create a fagorable investment environ- 
ment in the eastern part by building infrastructural 


projects first. The municipal government and the Min- 
istry of Communications plan to develop a new harbor at 
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the mouth of the Yangtze River. The first-phase project 
for this includes construction of four 10,000 dwt class 
births, which are designated to be completed in 1993. 


The city is now ng construction of a bridge to 
span the Huangpu River. In addition to the existing 
tunnels under the river, there will be seven links between 
the current city proper and the eastern part. 


Other projects under the development plan include a 3.6 
million kw power plant, a 450 m high TV broadcasting 
tower, a navigation center and a children's medical center. 


FINANCE, BANKING 


Domestic Debts Reviewed 


400607184 Hong Kong CHIU-SHIH NIEN-TAL in 
Chinese No 8, | Aug 89 pp 14-15 


[Article by Chen Yige (7115 0001 2047): “China's Huge 
Domestic Debts, Since China Has a Huge 


Hard for China To Deal With This Crisis Since It Must 
Begin To Repay Its Domestic Debts in 1989, Where Will 
the Money Come from? This Is China's Greatest Current 
Domestic Worry")} 


] Although everyone is now looking at China's huge 
debts, few are paying attention to its domestic 
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The crux of mainland China's economic problems from 
1989 through 1990 and 1991 will naturally be its unprec- 
edented critical shortage of funds. The saying that “noth- 
ing can be accomplished without money” is applicable 
also to socialist countries. 


Simply saying that China lacks a certain amount of 
money would be a bit too dull and simplistic. While 
simple statistics will tell you that China's finances are at 
yuan (RMB) short, you will still know 
is a long line of zeros following the 
numeral 2. Whereas laying out all of China's 1OUs and 


te 


: 
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(3) Key construction bonds: These are funds that the 
state borrows to run large { \ctories and enterprises when 
it has no money, 


(4) Key enterprise bonds: This is money borrowed when 
large factones run out of cash, 


(5) Ordinary enterprise bonds: This is money that small and 
medium-sized factories borrow when they are in irouble. 


In addition to these “perfectly justifiable” domestic 
debts, China also has certain unjustifiable ones where 
the money was urgently needed, such as: 


(1) Budget balance funds: Ten percent of both the 
ext income of all state-run organizations 
and the profits of collective, private, and state- 
owned enterprises must be paid as stipulated into the 
unquenchable state coffers. 


(2) Stocks: People from Hong Kong may not be able to 
understand 


exchanged); b) they can neither “rise” nor “fall” in price; c) 
they have basically no clear stock mghts or stock values, are 
printed very crudely, and can be taken to Hong Kong and 
counterfeited by the millions in ..:nutes. 
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sold in 1988. These figures total | 14.48 billion 
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deficits on the books. This is the reason why the govern- 
ment has been forced to admit the “insignificant defi- 
cits” in its budget! 


Seriously, when necessary, if the invincible Premier Lee 
wanted to tighten the economic policy of subsidies, 
Finance Minister Wang Binggan would still be able to 
wipe out “deficits” with one big stroke to eliminate the 
“deficit” just like that! This was not hard to accomplish. 
All he had to do was to overdraw a bit from the bank (to 
put it bluntly, just print more money) and increase the 
national debt a little. 


So, there began the cheap tricks. The official money 
management would habitually regard borrowed national 
debts as revenue. This is a no-risk business because a 
fiscal deficit of trillions of yuan in any year can be 
cancelled out by simply selling trillions of yuan of 
government bonds. 


Thus, China's accumulated deficit is far more than 120 
billion yuan. So the secret is out and China's domestic 
debt of 120 billion yuan implies not only fiscal “deficits” 
but also, naturally, other things. 


China's’ National Debt Must Be “Reduced” To Keep 
the PRC Government from “Falling” 


In reviewing the relationship between debtors and cred- 
itors, debtors have always had to adjust their behavior to 
creditors. No one can be forced to loan money if they do 
not want to. Isn't forcing someone to loan you money a 
robbery? However, this convention is not currently 
observed in China. 


Many people were happy and vied to buy government 
bonds when they were first put on sale on mainiand 
China in 1981, based on the feeling that “everyone 
shares the responsibility when their country is in trou- 
ble" and because government bonds are without nsk and 
of guaranteed value. In addition, they were sold in small 
amounts of only 10-20 yuan at a time, which did not 
matter very much (only 4.87 billion yuan of government 


billion yuan of government bonds were issued in 1987, 
of which 4.05 billion, or 40.5 times as much as in 1981, 
were assigned forcibly to individuals. 

In fact, 100 percent of the government bonds issued in 
China since 1982 and 1983 were sold forcibly by admin- 
istrative measures. The following story is ndiculous but 
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true: One old chap, who earned 120 yuan a month in 
wages,was amazed when he looked inside the pay packet 
he received one day (It is customary for mainland China 
factories to put wages inside big envelopes) to find that, 
although his pay was plainly | as 120 yuan, there 
were only four “Great Solidarity” bills (having a face 
value of 10 yuan RMB each). What had happened to his 
other 80 yuan? While in the midst of flying into a rage, he 
discovered that his shop foreman had his name 
pone the list of “government bond subscription 

” So this old chap’s 80 yuan had bought him a 


place 
officials have been forced to admit 


25 i 


830 million yuan, or 24 percent, of the 3.5 billion 


ECONOMIC 21 


yuan of bonds for about 10 yuan of eggs to eat...people 
regarded government bonds as yesteryear's silver doilars. 


The government of the PRC must begin to redeem its 
bonds with interest in 1989. It must repay its many 
domestic debts and undergo a critical period in which it 
needs a lot of money in the next few years. 


This problem will be difficult to deal with for the 
following three reasons: |) The raising of interest rates 
along with everything else in recent years to cope with 
inflation and make bonds more attractive, has greatly 
increased the cost of issuing bonds, 2) Faith in govern- 
ment bonds (a general synonym for domestic debts) was 
lost long ago and no one wants them anymore, 3) China's 
bond dependance (i.¢., the ratio between the amount of 
bonds it issues and its expenditures) has reached 15-16 























yuan of key enterprise bonds that were put on sale in — percent, which is close to or even higher than that of 
1988, had been bought by January | 989. Western qa Dee Ge Ss Se pre- 
When seven cities, such as Shanghai and Shenyang, took a — 
2088 eS Bee Se ae aa 
(i.¢., “government exchanges”) in April 1988. a = Moreover, the most crucial matter according to expert 
black market in government bonds appeared immedi- _ predictions is still that the gap between China's revenue 
ately. Many government bondholders did not hesitate to and expenditures will top | 30 billion yuan by 1990. 
unload their bonds on the black market at greatly 
reduced prices in order to get rid of them as quickly as Where will the money come from? This is China's 
possible. Some peasants did not even hesitate to = greatest current domestic worry. It looks like the 27th 
exchange 60 yuan of bonds for a sweater worth about 30 = Army will be unable to help Premier Li crackdown on 
yuan, nor did urban residents hesitate to exchange 30 _ this problem. 
Mainland China's Announced Domestic Debt Accrued in the First Half of 1989 (in RMB) 

Month Issued Name of Debt Maturity Penod Interest Rate Amount Issued 
9 March (Announced), 10 March to 30 Sept | Government Bonds 3 Years 14 Percent 5.5 Billion Yuan 
(Put on Sale) 
28 March by NEW CHINA The Industral and Details Not Yet 
NEWS Commercial Bank of Disclosed 

China Will Issue 

High Interest Rate 

Bank Bonds in the 

Near Future 
Apni BOC Bank Bonds 1-3 Years 13.34-14.24 Percent | Bilhon Yuan 
5 May (Announced), | June to 30 Sept. Special 1989 5 Years 15 Percent 5 Billion Yuan 
(Put on Sale) National Debts 
21 June (Announced), | July to 31 Dec Guaranteed Valuc Years Float Plus Guaran- 12 Billion Yuan 
(Put on Sale) Government Bonds my Ae 

















npr ge Bo CAIMAO JINGJI [FINANCE AND 
TRADE in Chinese No 8 
11 Aug 89 pp 3-9 


— by Baifu (7120 4102 3940) of the State 

ics, Technology, and Social Develop- 
ment Research Center: “Enforce the Double Tight 
Policy, Maintain the Two Balances: Eliminate the Excess 
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result of the excess supply of money in society, The 
excess supply of monetary funds may be temporary or 
chronic, lasting several years. The causes of China's 
inflation today are both chronic, accumulated over sev- 
eral years, and acute, erupted just last year. If the supply 
of money had not been excessive in the previous years, 
the acute elements in 1988 alone could not have caused 
such serious inflation. 


In recent years, China's economy has succumbed to the 
temptation of “quick success.” Year after year, society's 
total demand continues to increase, and society's total 
volume of supply and demand remain in the state of 
serious disequilibrium. In spite of the fairly rapid 
increase in total supply in recent years, because of the 
excess demand, society's supply-demand gap continues 
to widen. In 1988, the difference between total supply 
and total demand was 224.3 billion yuan; the margin was 
in excess of 16 percent. According to the State Bureau of 
Statistics’ figures, the gap between society's total supply 
and total demand continued to widen throughout the 
1982-1988 period. 


Prior to 1984, the supply-demand gap in China was fairly 
small: In 1983, the total difference was 26.5 billion yuan, a 
margin of 4.57 percent; it widened to | 13.7 billion yuan, or 
a margin of 16.56 percent, in 1984. From 1985 to 1987, 
although the margins have narrowed, they remained in the 
double digits. Preliminary estimates show that the margin in 
1988 has widened to 16.2 percent again. 


From the point of the supply-demand structure, the 
bloated total demand is characterized by the twin- 
expansion of investment and consumption demands, and 
in turn, the expansion in investment demand is character- 
ized by the twin-expansion of demand for fixed assets and 
circulating funds, especially circulating funds. Meanwhile, 
the bloated consumption demand is primarily the huge 
increase in personal consumption. When comparing | 987 
with 1982, we see that national income has increased 
1.19-fold; investment demand for fixed assets has 
increased 1.69-fold; investment demand for circulating 
funds has increased 3.15-fold: consumption demand has 
increased |. 36-fold (including a |.36-fold increase in per- 
sonal consumption demands in the towns and townships 
and a |.04-fold increase in the rural areas). 

The surge in consumption demand is due primarily to 
the huge increase in the distnbution of national income 
toward personal income and because the distribution ts 
increasingly biased toward consumption. 

With respect to the rate of increase: 














1980 (billion | 1987 (billion 1987/1980 (%) 
yuan) yuan) 
State Income 107.9 246.9 +129.9 
Collective 55.5 108.3 +95.1 
Income 
Personal 200.4 $67.5 +ie?2 
Income 
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In terms of the percentages: (national income = 100) 











1980 (%) 1987 (%) 
State Income 29.6 26.8 
Collective Income 18.3 7 
Personal Income $5.1 61.5 














The increase in personal consumption demand is 
extremely inelastic, furthermore, once increased, the 
demand is very difficult to reduce and control. This 
poses another problem as we iry to restore supply- 
demand equilibnum. 


How do we increase the supply of monetary funds in 
society? There are no more than three ways: One, finan- 
cial deficits; two, credit deficits; three, over- 
accumulation of foreign exchange assets. The third 
factor normally only plays a minor role in most coun- 
tries, and it has only played a secondary role in China in 
recent years. So, the first two major factors are the main 
causes of the supply-demand di ihbnum and the 
excess distribution of national income in China. The 
huge increase in the money supply and the over-issuance 
of cash in circulation are basically due to the expan- 
sionary financial deficits and the expansionary over- 
drawn credits. 


Since 1979, with the exception of 1985, China has had 9 
continuous years of overdrawn-type deficits; the amount 
has reached 68 billion yuan, and if we add the debt- 
financed deficits, the sum is in excess of 140 billion 
yuan. In a deficit situation, if credit functions as a second 
line of defense to keep the balance and absorb the 
government's excess spending, the excess distribution 
can still be reduced, or eliminated. But in recent years, 
credit expansion itself has posed a serious problem. 
According to figures put out by the relevant depart- 
ments, in the 4 years from 19° 5 to 1988, the cumulative 
credit deficits have reached 186.4 billion yuan; 65.2 
billion of that was incurred in 1988, accounting for 29.1 
percent of society's total supply-demand gap. For 
example, the demand for circulating funds has been 
increasing at an alarming rate in recent years. Except for 
the portion needed to enliven the economy and stimulate 
circulation, a substantial part of the increase in demand 
is the result of disorder in the circulation sector, the 
growing number of middlemen, widespread arbitrage 
and profiteering, and because funds are held up in the 
circulation sector. Much of the increase in the supply of 
circulating funds is created by credit. It is attributable to 
the banks’ easy circulating fund credit policy. Especially 
serious is that a substantial portion of the circulating 
funds has become uncollectible “bad debts.’ This is also 
the reason why too little money is being withdrawn and 
too much money is put into circulation, which has 
greatly increased the amount of money in the market and 
has kept market prices high. Thus, because of the deficit 
spending and excess credit loans and because too much 
foreign capital has been brought into this country in 
recent years (increasing at a rate of alm \st 30 pe rcent per 
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year), there is significant excess income distribution. 
Consequently, not only are we unable to satisfy the 
demands, but we have intensified the urge to spend and 
have further stimulated society's total demand. Thus, if 
we want to curb inflation, gradually narrow society's 
total supply-demand gap, and eventually eliminate the 
excess income distribution, we must be determined to 
close the fiscal and monetary gates. 


What brought on the deficit spending and credit deficits 
in recent years? Some comrades suggest that it was 
mainly because the comprehensive departments failed to 
be on guard and exercise control diligently. | think there 
is more to it. The bloated supply of monetary funds is the 
result of a kind of economic “atmosphere.” This eco- 
nomic “atmosphere” is the existing environment created 
by our system. Specifically: (1) There is an internal 
expansionary mechanism in the economy. Under the 
existing system, to obtain and retain more profit, enter- 
prises must rely not on intensive improvement of per- 
formance but on extensive improvements (speed.) In 
some provinces and enterprises, a |0-percent rate of 
growth can only fill in the gaps; to see real improve- 
ments, they must strive for more than 20 percent growth. 
To them, slowing down means giving up profit, and they 
are most unwilling. (2) We have a “dual-track system” in 
the economy which aggrevates the “three disparities” 
(interest rate disparity, exchange rate disparity, and 
price disparity) and produces a sharp contrast in eco- 
nomic benefits. In addition, at present, administrative 
intervention prevails over the economic constraints, 
which handicaps the effort to curb inflation. This dem- 
onstrates that we have not yet achieved our reform goals 
and we need in-depth reform of the economic system. 


This kind of internal mechanism that promotes exten- 
sive growth is nothing new in China's economy; it was 
kept under control by economic planning and financial 
and credit restraints. Everything was done according to 
plan, and few escaped the controls. The present situation 
is very different: (1) the scope of planning is greatly 
reduced; (2) the ability to control the budget has dem- 
inished; there are more extra-budgetary financial 
resources, (3) the credit structure is more pluralistic; (4) 
foreign capital is brought in through many channels. 
Under the circumstances, the internal mechanism that 
promotes extensive growth can be inflationary and is 
very difficult to check. Of course, if we have better 
macroeconomic control mechanisms, and if the compre- 
hensive economic departments play a more active role, 
the situation can be turned around. Even then, if we do 
not change the concept of “overheating” the economy, 
we stil! will not be able to curb inflation. 


To change this “overheat” concept, I think it is vital that 
we get rid of the “inflation-is-beneficial theory,” the 
“deficit-is-harmless theory,” the “foreign-debt-is-fine 
theory,” and other harmful concepts. Everybody knows 
that to apply Keynes’ theory of inflation, several condi- 
tions must be met: One, there must be an excess supply 
of goods; two, there is serious shrinkage in production; 
three, there is a sharp increase in unemployment. 
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China's economy is an “economy of shortages.” A sharp 
increase in fund supply is like adding fuel to the fire—it 


Stimulate sustained economic growth by implementing 
an inflationary policy. In fact, today, compared to other 
mayor countnes in the world, China's financial deficit 1s 
by no means insignificant. The 1988 deficit (including 
it) was 2.5 percent of the GNP, 


almost as high as the West's Group of Seven (2.6 
percent) deficit rate. It accounted for 13.2 percent of 
government revenues (the domestic portion) for that 
year, which is 1 substantial. With respect 


tf 


aw be ef PA, SL 
nor effective control. This is very risky. Thus, to extri- 
cate ourselves from the predicament and restore order in 
the economy in the next few years, we should focus on 
the problem of excess fund supply and eliminate the 
excess income distribution. Only by guarding the fiscal 
and monetary gates, only by enforcing the “double tight” 
policy, maintaining the two balances, and eliminating 
the excess distribution can we really extricate ourselves 
from the economic predicament and keep the economy 
on a benign cycle. 


are “asdiag foc! to the fire” in on unbalanced ecomomy. 


“two balances.” Structurally, while we try to control the 
overall scope of investment in the next few years, we 
should also make every effort to control the rapid 


As for the overall goal of economic readjustment in the 
next few years, while emphasizing rectification and 
improvement, we should control the amount of growth. 
readjust the structure of development, and implement 
better and more thorough reform of the economic system 
im order to achieve the four major goals: 
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Troan the United 

94 percent higher than in the same period of last 
. The figure includes $68 million from exports. 
Licensing System, Procedure in GATT 


9OOHO1S7A Beying GUOJI MAOYI WENTI 
[INTERNATIONAL TRADE JOURNAL] in Chinese 


increase over the same penod of last year. 
Among these enterprises, 257 are joint ventures, 65 
cooperative enterprises and 15 wholly 
enterprises. The investors were from 
official said that already 193 enterprises have gone 
operation and their products have earned $72 
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Article by Liu Guangxi (0491 0342 3305): “The Import 
rade [GATT] in Relation to 
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Characteristics of China's Import Licensing 


and Cons of China's Joining GATT 


= 


1. Main Points and Peculiarities of China's Import 


Licensing Control 
(1) Main Points and Peculiarities of the Chinese Regu- 


: 


—With regard to attracting foreign capital 


a 


Xiamen Investment and Trade Fair to ensure that 
enterprises concerned will go into operation according 
to the schedule. Efforts should also be made to help 
joint ventures already in operation resolve problems 
in production and management. In addition, efforts 


should be made to follow up the contracts signed at the 
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tons") and enforced to contol impor trade The Reg. 
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State Council on 10 January 1984 


lations 
The current system of China's import licensing is mainly 


based on the Bea ty te tery 
erning the Licensing of Imports,” 
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tres subject to import hcenses has been instituted to 
conform with the new situation of the structural reform 
of foreign trade and of opening up to the outside world. 
It is armed, on the one hand, to stimulate enthusiasm | 


main establishment of a specialized foreign trading 
poration may not be imported by any other foreign trade 
enterprise (Article 4). 


derivation of foreign exchange, and import channels, 
must submit to commodity inspection and approval in 
advance, in accordance with the limits of authority for 
examination and approval prescribed by the state. On 
the strength of the documented approval and the foreign 
exchange certificate, an import license must then be 
applied for and obtained from the authority in charge of 
import licensing of the commodity in question. Only 
then may order be placed abroad for the commodity. A 
unit that is not authonzed to engage in import business 
must entrust a foreign trade corporation which is autho- 
rized to engage in the importation of the commodity in 
Question to place order for the goods on its behalf. For 


may apply 
regulations (Articles 4, 6, and | 1) Beyond that, commod- 
ities that may be freely traded and which are not subject 
to import licensing may be imported by corporations 
authorized to engage in import trade, even if the impor- 
tation exceeds the scope of their business operations, an 
import license 1s not required in these cases. 


C. Favorable policies applicable to SEZs, “three forms of 
type-capital enterprises.” If commodities imported by a 
SEZ are commodities subject to import hoensing, they 
may be examined and approved once a year by the 

placed in charge of such examinations and 
approvals by the state, according to the state's favorable 
policy for SEZs. Commodities of unrestricted import by 


material 1s used to produce products for domestic sales, 
import licenses must be applied for and obtained every 
phase based on a confirmed import plan or obtained 
periodically or in batches (Article 9). 
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(4) Recklessly fell trees and destroy orchards, forests. 


pasturelands. of water surfaces: 


be yt tae ae > Saas CE © 0 Cmmaie & Ghuntaty 
(2) To provide guidance in concluding contract agreements, 
(\) To notarize contract agreements. 
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(4) To check and supervise contract agreement fulfillment 
(5) To mediate and arbitrate contract agreement 
Chapter 2. Letting Contracts and Contracting 
Asticte 7. The letting of contracts for resources and 
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name of the particulars contracted, the amount. 
eal. and other main economic and technical 
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Articte 10. Contracting parties may not do the following 
(2) Sell or lease contracted resources and fixed assets, 
to make 


“ ECONOMIC 
(5) The fees, or the amount and quality of products that 
the is to pay, as well as the depreciation 
fees to be and the tax and other 


(7) Property transfer and final settlement methods at the 
end of the contract agreement 


(8) Other matters to which both parties have agreed. 
SESS See OSs eee 


village or Commune organization, or representatives 
See Sa Saas CS ae 
letting particulars, set equitable economic and 

yy Ly KA + — 2 pememeleees 
are to strictly abide by signing 

Article 17. Once a contract has been signed, it 
is to be sent to the or town rural 
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(1) Violations of the laws, of rules and regulations, and 
government policies and plans, violations and damage to 
the common interests of the state, collective, and society, 
and the legal nghts and interests of other persons. 


(2) Violations of democratic and open methods. 


(3) Signing of agreements through resort to improper 
methods such as deception, coercion, or influence, 


(4) The party letting the contract does not have owner- 
ship rights for the property being let out on contract. 


Article 21. When any of the following situations occur, 
agreements may be changed or renounced: 





no damage is done to the public interests of the state, the 
collective, or society, oF to the legal rights and interests of 


natural resources such as contracted land. 
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the contract, and reported as a matter of record to the 
township or town rural economic administration and 


Chapter 4. Violations of Responsibility, and Mediation 
and Arbitration 


Article 24. When the parties concerned are at fault for 
inability to carry out or fully carry out contract agree- 
ments, the party at fault is to bear responsibility. When 
both parties are at fault, each party is to be individually 
responsible 


Article 25. When the party letting the contract causes 
losses for the contracting party as a result of his or her 
failure to discharge the duties specified in the contract 
agreement, he is to pay indemnification. 

Article 26. When illegal interference on the part of 
another party or individual makes it impossible to carry 
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OW 1311075889 Beying XINHUA in English 
0638 GMT 13 Nov 89 


technique. in 1987 it was used on as much as 200,000 


properly, and it became mixed with the soil in many 
areas, hindering the permeation of water and the 
ex of plant roots. On average this problem has 


Dai Mean Gives Speech on Agricultural Production 


SK 1911024989 Harbin Hetlongnang Provincial Service 
in Mandarin 1000 GMT 15 Now &9 


[Text] At the provincial work conference on populanza- 
tion of agrotechniques held this morning, Vice Governor 
Dai Moan revealed that in the next 5 years. the provincial 
authorities will allocate | billhon yuan to support agncul- 
tural production and will strive to make the grain output 
reach 20 billion kg by 1992. During the last decade, the 
growth rate of our province's grain output was evidently 
lower than that of the whole country During this penod. 
our province's grain consumption increased al an annual 
progressive rate of 3.4 percent. Therefore, it is really 
essential to increase grain production 


stable economy, there would not be a stable society and 
popular feeling 

Dai Moan said) What should the Heilongjiang Provincial 
party committee depend on in order to make the total grain 
Output reach 2 billion kg within the next 2 to 3 years’ lt 
should depend on the rational use of the existing science and 
technology. Therefore. next year. we should form the fol- 
lowing mechanisms in the whole province 


The Heilong-cup emulation drive mechanism, which 
concentrates on farmland capital construction. the fer- 
tuhzer cultivation emulation mechanism. the mechanism 


of updating and upgrading large farm machinery and 
implements 


HK1711070289 Bevying CHINA DAILY in English 
17 Nov 89p/ 


[By staff reporter Wang Dongta:) 


[Text] In a nationwide campaign to increase agricultural 
production, all provincia! governments in China are 
stepping up investment in farmiand development 
projects, according to officials from the Ministry of 
Agneculture 
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in which the spirit of 

a cause through industry 

calls for concerted efforts from the 
whole society, leading cadres and 
and political education. In his 
Session of the 3th CPC 

. Comrade Jiang Zemin made a point 
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Committee, © 
education in national conditions: Chinese 
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socialism, the present condition of the country’s 
economy and culture, the problems of population and 
resources, the fine tradition of the Chinese nation, and 
80 On, so that our party members, cadres, and people can 


profoundly understand the extreme importance of 
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the style of hard 


education in hard struggle, 


should study again teachings of revolutionaries of the 


older generation, and emulate their fine qualities. As 
early as March 1949, when the 2d Plenary Session of the 
7th CPC Central Commitiee was convened, Comrade 
Mao Zedong noted, “The Chinese revolution is great, 
but the road after the revolution will be longer, the work 

and more arduous. This must be made clear now 
n the party.” In the 1950's, he nh emphasized, “We 





to major issues. This is not the style by which a real 
en or man of great enterprise is supposed to 
distinguish himself 
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caused by mismanagement It is necessary to 


check. Improving control is not only aimed at money 
and materials, but also aimed at man, which is more 


assessing their performance. To maintain the integrity of 
Se ee eae for keeping 
ourselves from 


Mass Media Guilty of ‘Erroneous Guidance’ 


OW2310232289 Shanghai JIEFANG RIBAO in Chinese 
12 Oct 89 pp i, 3 


[Article by Yan Yitao (0917 0001 3447) “On Lessons 
Learned From Erroneous Guidance of Public Opinion} 


[Text] The erroneous guidance given through mass 
media to public opinion during the political turmoil at 
the turn of spring and summer this year is worthy of deep 
rethinking by those working on the propaganda front 
responsible for guiding public opinion 
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In upholding party spirit in journalism, there are two 
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ee tee oe nee ee 
. As @ result, this viewpoint will certainly 
deviate from choices made by the overwhelming 


majority of the people. 


tice” and “valuable breakthrough” of the “press 
reform.” Especially following Comrade Hu Qili's explo- 
sive remark that “it is imperative to carry oul press 
reform,” made on 13 May amidst a conspicuously erro- 
neous trend in the guidance of public opinion, the wrong 
guidance of public opinion was regarded as the so-called 


of the strong political nature of journalistic reform. 
Should there be a deviation or a mistake, it will have an 
extensive influence on society and will cause great losses 
for the cause of the party and the people. Therefore, 
upholding the correct political onentation for journal- 
istic reform is the key to adyancing it. Some basic 
relations which are bound to be touched by journalistic 
reform have been manifested in a fairly concentrated 
form during the recent guidance of public opinion. 
Therefore, conscientiously summing up both the positive 
and negative experiences and lessons in journalistic work 
in the recent turmoil and straightening out some basic 
relations in journalistic reform are of practical signifi- 
cance to correctly advancing journalistic reform or 





SOCIAL 87 


avoiding Mistakes in guiding public opinion in any social 
disturbances that may occur 


|. The relationship between freedom of the press and 
social responsibility Freedom of the press must be 
ensured, but freedom of the press has never been abso- 
lute, because it is restricted by social responsibility of the 
pe Nae oe Ga amep me a) As part of 

of speech and publication, freedom of the press 
comes within the scope of the Constitution and law, and 
therefore must abide by legal obligations Propagating 
news in violation of the Constitution and the law 
requires punishment Punishment includes aspects of 
reputation as stipulated in the civil law and aspects of 


personal dignity as stipulated by the criminal law To 
propagate news for the purpose of inciting the masses to 
resist of even undermine the implementation of state 
laws and decrees must also be punished according to law 
b) The social responsibility that freedom of the press 
must undertake means not only trying not to violate 
laws, but also includes concrete class interests and polit- 
ical requirements that restrict yournalistic activities. Ina 
socialist society, the news media has a higher level of 
socialist responsibility for safeguarding social stability 
and progress. Under the present situation, stability and 
unity are in the fundamental interests of the Chinese 
people as well as China's social development The news 
media must consciously undertake social responsibility 
for stability and unity In particular, when 
there is instability or when turmoil occurs in society, the 
news media is not permitted to add fuel to the flames. 
nor should i try to avoid the matter by remaining silent. 
The correct attitude should be to side with the party, the 
government, and the people. and to give correct guid- 
ance in an explicit way. 


2. The relationship between telling the truth and scien- 
tifically analyzing the classes of society: During the 
recent mistakes in guiding public opinion, “telling the 
truth” became a general slogan There 1s nothing wrong 
with “telling the truth.” As news is the reflection of 
objective things, it must be completely true. Neverthe- 
less, what we mean by “telling the truth” should be the 
“truth” that is in accord with the essence of objective 
things or “truth” that has an effect on promoting the 
sound development of society. Otherwise, “loss of the 
truth” 1s very possible. Obviously, truth does not amount 
to reporting news without making an analysis or making 
a choice Still less does it mean using an isolated incident 
to cover up the general truth or mixing the spurious with 
the genuine. To correctly grasp the truth of news 
reporting, we must apply the Marxist viewpoint, 
method, and stand and thoroughly study and screntifi- 
cally analyze the truth of the news before making a 
choice. Only thus can we ensure truth of the news and 
correctly guide public opinion. There may be some truth 
in a one-sided report or a blind judgment, but it cannot 
be called real truth. 


The lesson from the way guidance was provided by mass 
media in the recent disturbance tells us that, to grasp the 
true attitude of the majority of society and to speak 
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international climate and minor Chinese domestic cli- 


rect stand taken by the news media and the provision of —§ mate.” While launching an anti-Chinese propaganda 


that by the mass media. Supervision is an 


a RAPER oy SH 
as a means of propaganda. The exercise of this function The recent political storm was “dictated by the major 


m_need different kinds of supervision, 


is a precondition for public identification with the cor- 
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tivity and impartiality.” These rumors were already 
widely known. If you do not publicly expose and wage a 
tacitly admitted them. Therefore, we must expose these 
rumors to the public anu expose the true nature of 

goals of their “rumor politics.” By doing so, we shall 
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tit-for-tat struggle against them, the rumors would 
spread like fire and the people would think that you have 
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against overseas = ganda machines, tarnish their image, c«stroy their cred- 


and listless, and our 


to distinguish overseas rumors, and fundamentally 


ity among the masses, arm the people with the ability 
enhance their capacity to tell truth from lies. Doing so 
will be of great benefit in our protracted struggle against 


failed to promptly 
learned 


weak 
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localities. 
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NORTHEAST REGION in the past such decisions were made by the enterprise 
party : ization, b — the gaunt mone 

Changchun Police Eliminate ‘Six Evils’ ty system, became the prerogative 
SK 2911083089 Jilin Provincial Service im ee ee ee oie of the emtetpriee parte one 
Mandarin 2200 GMT 28 Nov 89 greatly — emterprice party orge- 
nization and has relegated it to an “auxiliary” role or 
[Text] In its unified action to eliminate the six evils, the ere figurehead status. The reduction of the party orga- 
(Dongsheng) police station of the (Erdaohezi) public secu- nization'’s role has also been uneven from enterprise to 
nity sub-bureau of City extensively mobilized — ©MteFprise, in some enterprises, the party organization is 
the masses to attack cases, with the key targets to be Still consulted, but in others, not at all. Guo observes that 


ganism, prostitution, and the production and distribution 
of obscene video products, and cracked 21 cases. 


The police station paid attention to mobilizing the 
masses to expose and report criminals engaged in the six 
evil acts. It also tried to find more clues to other crimes 
in the criminal cases they were investigating. On one 
occasion, people's policemen of the station received 


of the police station took action immediately, and caught 
red-handed four gamblers, including Zhang Xinghua, 
Zhao Shilin and Dong Chengkui, who met 

the house of Li Shujie, a resident 
neighborhood committee and cadre of the foodstuff 
plant of the Jiaoqu A 
total of 11,000 yuan in gambling money was confiscated. 


When investigating a major case of theft, the police 
station discovered that Yan Zhenhuan, a jobless man, 
had colluded with Geng Lichen, worker of the Chang- 
chun bicycle plant, to steal more than a ton of brass from 
the Changchun bicycle plant, and had committed such 
crimes as visiting prostitutes. After meticulous and thor- 
ough effort in the investigations, prostitutes, and other 
persons who visited prostitutes were caught. 

In the area under its jurisdiction, this police station also 
broke up in one stroke an 18-member gang composed of 
Wang Lin, a resident of (Hesi) neighborhood committee, 
and others who produced and distributed obscene video 


400500044 


[Ednorial Report} The SS 
daily newspaper JILIN RIBAO of 18 published 
on page 3 an article by Guo Gan (2654 2413), who voices 
support for the strengthening of the role of the enterprise 
party organization vis-a-vis the enterprise manager. The 
author addresses fears that this move will reduce the 
enterprise manager's power and stresses that measures 
are being taken to further reform the enterprise manager 
responsibility system. 


Guo notes that the adoption of the enterprise manager 
responsibility system has greatly changed the system for 
hiring and firing midlevel cadres in enterprises. Whereas 


ion is CONn- 


; 
. 
! 


organization's supervision of cadres as antagonistic to the 
bili 

He says that experience with separation of the party and 

the enterprise administration has shown that each 

system has its strengths and weaknesses and that China 

needs to combine the strengths of both. Guo views the 

present move to elevate the role of the party organization 
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interests of the party. It w 
more attention to the party's wishes, have more demo- 
cratic consciousness, and to be clear 

direction of the enterprise. 


2. The revitalized, supervisory role of the en 

party Organization will ee its Core position in the 
erprise; ensure that the staff and workers are the 
‘ors of the enterprise, and bring the three elements of 
clerprise, namely the party, the enterprise adminis- 

avon, and the workers, into a closer relationship. 


3. The reinstatement of enterprise party organizations as 
supervisor of cadres will help solve the problem of an 


expectations of their roles in enterprise ideological and 
political affairs. The enterprise manager, on the one 
hand, often too busy tending to administrative and 
production matters, does not assume his share of the 
responsibility for ensuring the enterprise's ideological 
and political health. The enterprise party organization, 
on the other hand, is forced to take the initiative in 
ideological leadership and therefore tends to overstep 
the bounds of its responsibility 


4. The new measure will enable the enterprise party 
organization to support the enterprise manager in his 
work, further protect the enterprise manager's position, 
and “ensure,” not “deprive” him of, his authority to hire 
and fire cadres. 


Dalian City Arrests Poachers 


OW 2411003889 Beying XINHUA in English 
0231 GMT 23 Now 8&9 


{Text} Dalian, November 23 (XINHUA)—A gang of rare 
abalone has been punished in Dalian City in 
northeast China. 

Su Tianjie, the gang leader, was arrested yesterday and 


the other 32 poachers were fined from 600 yuan to 
10,000 yuan. 


Beginning in late July this year, Su and his followers on 
five occasions took abalone from the waters of Changhai 
County, sernously damaging the stocks in the area. 


The county judical department recovered 15,000 yuan in 
ithent gains and 40,000 yuan in compensation for dam- 
ages. All of the poachers’ tools were confiscated. 


REGIONAL 6! 
a Reports Progress in Environmental 
OW0/ 12064389 XINHUA in English 


1509 GMT 30 Now 
{Text} Harbin, November 30 (XINHUA)—Northeast 


enterprises have been 
plants” for their contribu- 
protection. 
Rapid progress has also been made in urban environ- 
mental protection. 


By 1988, about | 19 smoke control areas, covering an area of 
300 square kilometers, had been set up in the province Five 
thousand four hundred boilers were renovated and 56 noise 


The increase in pollution has been basically controlled in 
90 Se En See as eae 

1.09 million, and industrial coal use increased by six 
milhon tons. 


He said Heilongjiang now has 77 environmental mon- 
toring centers with 1,138 staff members, half of the 
environmental protection workers in the province. 


They monitor water, air, norse, soil, grain, and radioactivity. 











62 HONG KONG, MACAO 13 December 1989 
laterview With Szeto Wah on Residents’ that the Joint Declaration be revised. | am not sure that 
Prevailing Attitude | understand what is happening Perhaps you can clarify 


400506974 Hong Kong PAl HSING [THE PEOPLE) in 
Chinese No 198, 16 Aug 89 pp 32-34 


[A Special Interview With Szevo Wah (0674 1778 5478) 

on the wy vt whey Dh Lb 

Reporter Hideo Tobari of the YOMIUR IMBUN, 
in Hong Kong”) 
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If successful, it would mean greater democ- 
racy in Kong after 1997. This was the main reason 
for the unprecedented procession by |.5 million of Hong 
Kong's citizens. 


j 
Ht. 


Szeto Wah: Right. | still remember the slogan, “What 
happened to Beijing today will happen to Hong Kony 


Tobarn: In Japan, | followed closely the news of Hong 
Kong. | understand that since the 4 June incident. there 
has been an unprecedented wave of emigration from 
Hong Kong. Some people are demanding that the British 
government grant to 3.25 millon Hong Kong citizens 
the right to settle in the United Kingdom. Others urge 


Others react differently. After it single-handedly created 
the 4 June incident, the Chinese Government now finds 


others too will stay away from China's affairs as much as 
possible. This is the feeling of some 
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or in Hong Kong. If they want to cross over, we cannot 
stop them. So, | have no opinion on this matter. 


Coming back to the question of what, 
will do. emeceeti eyetom and thet this tute wil aul 


cs ae 197 lb if een 


organ elections. So far, —- tome Kong Leanne 
Council is basically in with our viewpoint. We 
are calling it the “19(9)0 Initiative.” With respect to the 
chief executive, we want the first election to be a general 
election, but mght now there is no consensus in Hong 
Kong: Tentatively, it is agreed that there can be a general 
election in the year 2003. 


first began, we had reached the mutual understanding 
that by 1995, 50 percent of the ve 
directly elected to 4-year terms; by 1999, 66.6 percent, or 


directly elected. As for the chief executive, some people 
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election. This ts the general consensus. But 


out that this is Hong Kong's opinion. 
Many people are worned. pie G2 Guin 


student movement in Beying, some people 
they are afraid to even talk about the subject. 


very important issue. 


: " 
aH 


AHR £, b PM -At 
Britain has agreed to is appropriate for Hong 


versal Declaration on Human Rights that are relevant to 
Hong Kong and also formulate our own legally effective 
human mghts law—in other words, no laws may trans- 
gress the human nghts law. The governor has announced 
that he will take up this subject in October. 


Toban: At the moment, what kind of people are behind 
the drafting of the human nghts law in Hong Kong? 


Szeto Wah: Right now, we have a “Hong Kong Citizens 


United Kingdom. Two, formulate a human rights law. 
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Three, establish a democratic system. Not all people who 
take part in the “Hong Kong Citizens for Hong Kong” 
movement are members of the democratic faction, some 
are against the first condition, but everyone supports the 
second and third conditions. 

Tobarn: Finally, | would like to ask you, afler witnessing the 
crackdown on the students in Beijing, in your heart, how has 
your attitude toward the Chinese Government changed” 


Szeto Wah: Nothing much has changed. | have only 
come to know the Chinese Government even better. For 
the last 40 years, | have been tracking the changes in the 
CPC, but now I see it for what it really is. In the past, | 
already knew that it was not a democratic political party 
and that power was highly centialized, but today, | see 
things even more clearly. It is a party capable of using its 
power to massacre and crack down on students, and so | 
have come to know the real nature of the CPC even 
better, more deeply. | realhze profoundly that all Chinese, 
whether they are in the mainland or abroad, oppose the 
action it took. The CPC has lost all popular support. 


Tobari: Recently, more and more Hong Kong people are 
considering emigration. Do you have something to say to 
those people” 


Szeto Wah: | do not encourage nor discourage them. 
This is not something one can object to, and even if you 
do, there is not much you can do. | spoke on this subject 
before the Legislative Council, too. | said that if you 
want to be a hero, it is your choice, but you cannot ask 
everybody to be like you. We must respect other people's 
choices. Everyone has the mght to md himself of fear. It 
1s because the person has no confidence that he seeks to 
emugrate. Another point is that for those who still cling to 
an ideal, of course it would be better to stay and continue 
to work for Hong Kong. | have announced that | myself 
will not leave. After the “4 June” crackdown, | said that 
even if Li Peng is still the premier in 1997, | will stay. 


Tobari: You said that in public? 


Szeto Wah: Yes. But that is one man’s decision, | cannot 
make other people do the same. It is a personal choice. 
Everyone has the right to choose where he or she wants 
to live. This is freedom. 

Tobari: But if a lot of people choose to leave, wouldn't it 
jeopardize Hong Kong's future. especially its economy? 


Szeto Wah: True, the economy will face a serious crisis. If all 
the management personnel and the professionals leave, who 
will take care of Hong Kong’? How will Hong Kong survive? 


Tobari: Will you be talking to those people who are 
prepared to emigrate and persuade them to stay” 


Szeto Wah: This is beyond the scope of our ability. That 
is why we support the efforts to win the mght to settle in 
the United Kingdom. Given that mght, these people 
definitely will not leave immediately. They need not give 
up their jobs right away. They can look around and wait 
a few more years. In a way, this will help Hong Kong, 
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too. Without that ummuigration nght, those people will 
leave mght away. We cannot be too harsh on them. 


Toban: But at the moment, the Hong Kong people are 
desperately trying to get passports from any foreign 
country. That is a last resort? 


Szeto Wah: Yes. You certainly cannot tell them to “trust 
China!” 

Toban: That would be difficult. 

Szeto Wah: Yes. We can only besiege some people, urge 


them to have a sense of mission iad to surmount 
difficulties. But we cannot ask this of everybody. 


Tobari: True. Thank you for accepting this interview. 


‘Centrist’ 
Long-Term 
400506954 Hong Kong KUANG CHIAO CHING 
[WIDE ANGLE} in Chinese 

No 203, 16 Aug 89 pp 26-31 


Urges Concentration on 


[Interview with Cheng Jienan (4453 0094 0589), director 
of the Hong Kong Federation of Teachers, by YOMIURI 


RIBAO on 21 July 1989, Ai Zhong [5337 0022) unoffi- 
cially attacked Li Zhuming [2621 2691 6900] and Szeto 
Wah (0674 1778] by name, declaring that “ 





HONG KONG, MACAO 


of Hong Kong has shifted significantly since the 4 June 
Tiananmen incident. In what way? | would very much 
like to hear your views. 


Cheng: The shift is essentially one of confidence. Before 
the 4 June affair, there was already a problem of confi- 
dence in Hong Kong. After all, the mainiand follows the 
socialist system and Hong Kong practices capitalism. 

older people, the Cultural Revolu- 
tion and a string of movements in China in the past are 
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Also at stake is the Basic Law, which we are still 
deliberating. The question is whether China would live 
up to its promise after 1997. Will it continue to adhere to 
“one nation, two systems”? While they may promise 
“one nation, two systems,” in reality it is difficult to 
separate the two. In many ways the two are related, as we 
learned in the Tiananmen incident. So how are we to 
practice the “two systems”? Their economic ties are very 
intimate. ideologically, there is also some connection 
How, then, would the “two systems” work? Jiang Zemin 
said recently, “You mind your own business, | mind 








Meeps AK I 
have reservations about for residency rights. 

third issue is the economy. Kong's economy to a 
large extent is intimately tied to of China. Events in 


your view On inserting new terms into the Basic Law’ 


Cheng There are indeed such proposals in Hong Kong. 
At the beginning, in hopes of influencing the policy of 
the Chinese Government, we ommnel tha 








want to talk ab ui , and soon. Owing to 
. we ere now on the defensive, not the 


ciroumstances 
offensive We want to keep Hong Kong's position. = 


is why we have that we discuss the Basic 


Some issucs occ naturally of great concern to 
pds aga They are also new issues. One example is 
mart w 


The Question of Stationing Troops in Hong Kong 


Cheng It does mention the declaration of an emergency. 
Two other issues have always been there One concerns 
the stationing of troops, the other the night to interpret 
the Basic Law. They can be found in Chapters 2 and 9, 
respectively. 
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Chapter 3, “Fundamental Rights and Duties of the 

.” | hear that, later this year, the Hong K 
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& signatory to the provision on equal pay for equal work 
between men and women (hina too has acceded to 
not all, of the terms in the international 
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Chinese Government was about to the treaty, but it 
is possible that it will do so selectively. If that were the 
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a bill of rights, but it is 
it would continue to be 


: there 1s no inconsistency between the 
two. Even if the Basic Law is silent on it, it would be 
effective after 1997 because there is a provision in the 
Basic Law which says laws already in effect in Hong 
Kong would continue to be effective, with the exception 
of those that are colonial. We can say that the real 
intent of those people who demand that human rights 
be written explicitly into the Basic Law is to test 
China's attitude. 


suppose the Chinese Government simply ignores or does 
not enforce the Basic Law. Then the best written Basic 


Cheng: True. The law is only a piece of paper. You put 
your signature on it because you trust the other side. It is 
like two people getting married. The marriage certificate 
is only a piece of paper. You may wear my ring, but if | 
want a divorce, | can still walk out. The point is that 
issues like agreements and treaties all rest on confidence. 


Tobari: Everyone is talking about confidence these days. 
If you have no confidence in the other party, there is no 
basis on which to draw up a Basic Law. 


Cheng: True. On 4 June, |, too, 1 this government 
had gone crazy and lost its head. —y bey 
reappeared on 9 June, however, | changed my mind. 


think you may not agree with his logic and reasoning, but 
he has not gone mad. He is not irrational, but has his 
own set of logic and reasoning. 
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be) 


Our His 
“Open Our yes to Hie Rationality and Calculations 


Tobari: The problem is that their thinking is different 
from ours. 


Cheng: True. Their thinking is unacceptable to us. That 

is why | do not agree with those who say that since this 

government is irrational, let us not say ne That 

will neither work nor do us any good Now 

time to see that it is rational and make some observa- 
ws, 


“one nation, two systems.” 


When Conflicts Occur, We Can Test Whether Legal 
Provisions Can Hold Their Grownd 


Hong 

because of the armed crackdown in Being, the 
Basic Law and the joint declaration have assumed addi- 
tional significance. 


Cheng: That's correct. Some people in Hong Kong pro- 
pose revising the “Sino-British Joint Declaration.” | am 
dead set against that. You have accepted what you 
negotiated with the Chinese Government at a time when 
it was supposedly rational. No point in taking the 
initiative to ask it to change it now. The value of an 
agreement, treaty, or contract is that both sides honor it 
in a particular period of time whatever happens in either 
country. Now is the time to test whether the joint 
declaration and ‘one nation, two systems” are still valid. 
It is not worthwhile to overturn them. When there are no 
conflicts or when conflicts are not serious, agreements 
and treaties are not too important. The time to test 
whether an agreement stands is when conflicts occur. 


Toban: If Hong Kong has the right to demand that the 
“Joint Declaration” be revised, probably so does China. 
If that were the case, there would be no end of trouble. 


Cheng: True. The Chinese Communists may say, “Fine, 
if you — 44 4) 4-, ab i) 2, 


thing would be changed. not give them an excuse to 
amend it 
Toban: What would happen if the Basic Law is amended 
randomly? 


How Many Political Factions in Hong Kong 


Cheng: Indeed. What if they do not amend it in accor- 
dance with your demands? 


Tobari: What you said makes sense. Another issue worth 
considering is this: | understand that political forces in 
Hong Kong can be divided into two groups, the demo- 
cratic group and the other... What do you call it? Where 
do you stand? 


Cheng: It is hard to make such a distinction. As far as 
discussion on the Basic Law is concerned, there are three 
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schools of thought. One 1-1-7 the industrial and 
commercial community. It its own ideas, generally 
emphasizing stability, although there are different opin- 
ions even within this . The second group is the 
“democratic” group. | to the “centrists,” which 
bring | a number of dispersed plans. Our prin- 
ciple is that we take into consideration the interests of all 
strata in society and work to achieve a consensus. 


Divisions After the 4 June Incident 


Circumstances have changed somewhat after the 4 June 
incident’ The industrial and commercial community 
seems to have been divided. Some people capress no 
interest in the Basic Law and have decided not to take an 
active part in it. By staying away from politics, these 
people may also take a wait-and-see altitude in economic 
matiers They may not want to make new investments in 
China. Why throw money into politics’? This attitude 
also manifests itself in their failure to react promptly to 
opposite opinions. 


Tobari: This is the inevitable outcome of taking a 
wait-and-see attitude. It does not mean that their orig. 
inal attitude has changed. 


Cheng: You can put it that way. That is why you do not 
hear two diametrically opposed viewpoints in society 
today Bul some people in industry and commerce still 
take the short-term view. There are still 7 or 8 years 
between now and 1997 and meanwhile Hong Kong 
continues to be ruled by Britain. In my opinion, these 
people still take the same position as the British Govern- 
ment. After all, we are still dependent on it for the next 


7 or 8 years. 


Britain Takes the Initiative To Force China To Make 
Bigger ( oncessions 





The current British position is this. Afier 4 June, the 
people of Kong have become much more democ- 
racy-minded fee! that we British should now seize 
the initiative. That way the Chinese Government would 
certainly make more concessions and be more open. The 
general trend now is that, in the interim period after the 
signing of the “Joint Declaration.” the British factor is 
receding slowly while the Chinese iactor is strengthening. 
This fact gives the British little room to maneuver. But 
the 4 June events make the British feel that they could 
now go on the offensive. Therefore, 2 weeks ago the 
Foreign Affairs Committee unilaterally put forward an 
accelerated timetable -n political democratization. 


Tobar How does this timetable differ from the previous 
one” 


Cheng: Before the 4 June incident, the Hong Kong 
political system was supposed to develop this way 
One-third of the first legislature will be directly elected in 
1995 and the third chief executive will be directly elected 
in 2003. (Certainly there are other plans, some faster, 
some slower.) At least these are the demands of us 
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“oentrists.” In late May, however, members of the Leg 
islative Council reached a consensus. The first legislature 
of 1995, which will take us to 1997, will be 50-percent 
directly elected, instead of one-third. Also, the second 
chief executive will be directly elected instead of the 


third Now the Foreign Affairs Commitice +++ om 
that the first legislature be entirely directly 


Tobari This has been pul forward unilaterally by the 
British Government 


Cheng Correct. They also suggested that the second 
chief executive be directly elected. In other words, the 
legislative body will be entirely directly elected in the 2 
pa 1997. This will have a | deal of impact 

ven the plan put forward by the tie faction is 
not so fast paced. 


Tobari: The British Government has proposed this time- 
table because it thinks it is on the offensive Bul probably 
the attitude of the Chinese government is even more 


important. 


Make 


Cheng: Your observation is very sharp. | believe Britain 
may have miscalculated. My view is that the Chinese 
Government will not make mayor concessions because of 
4 June. Let me give you an analogy. A chess player lives 
together with a scholar They put up with each other. But 
when one discovers a gun in the pocket of the other 
person, the other person hits the first person Would the 
first person lower or heighten his vigilance? Similarly, 
there are no signs to suggest that in the wake of the 4 
June incident the Chinese Government would make 
concessions to Britain readily. Let us not miscaiculate. 


Tobari. If that is the case, the Chinese Government may 
very well take a new position or present the British with 
new demands 


Cheng: It does not necessarily have to put forward new 
demands. After the British unveiled a new timetable, the 
democratic group responded immediately by amending 
its own plan, quickening the pace of political reform. In 
a few days the Legislative Council will mect for the last 
time before the summer recess. It is highly likely a new 
consensus will be presented at the meeting Current 
proposals call for filling $0 percent of the seats of the first 
legislature of 1995 with directly elected members and for 
the second chief executive to be directly elected. The 
coming Legislative Council meeting may well speed up 
the original timetable by suggesting that the first legisla- 
ture of 1995 be 70-percent directly elected. Should that 
come to pass, what would happen to the election of the 
legislature in 19917 The government has already made 
known its position on what would happen in 1991, 10 of 
the seats on the legislature would be open to popular 
election. Recently there have been reports that the 
number would rise to 20, which is less than 50 percent — 
just one-third. Raising the proportion to 70 percent by 
1995 may be tuo hasty. | believe the proportion of 


and the Chinese Government Will Not 

















because there is such a wide gap between 199) and 1995 
in terms of the number of elected seats 

Tobari: My is that quickening the of 
Spee emer & Sane is not welcome in Beijing. 
f Hong Kong insists on ahead, | am the 
Chinese Government would get up to some little tricks. 
Cheng: The social atmosphere today what it is, the 


Will a New Conflict Emerge? 


Cheng: What would happen if Hong Kong is thrown into 
another upheaval? That is the question we are now 
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Tobari: Quite right. Do not provoke the Ch - 
ernment too much. The people of Hong Kong should not 


consider temporary issues now, but long-term concerns. 
Cheng: The problem now is too complex. 


Tobari: Have Hong Kong citizens calmed down emo- 

They were kind of emotional earlier on, which 
course, unavoidable. Be that as it may, rational 
analysis and sober thinking are important. 


Let me ask one final question. How do you see the Chinese 
Government now? We all knew that Hong Kong would 
revert to China after 1997. Inevitably it would have to 
cooperate with the mainiand. If you get too emotional, a 
major upheaval may occur before 1997, which may affect 
Hong Kong's economic status, will it not? 
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would unfold in the days ahead. | only hope that 
things like this would not happen. | hope that the 
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place certain point in time, then 
political parties should be organized at that time. 


Toban: Based on the statements of some high-ranking 
Chinese officials, it seems they are quite receptive to the 
idea of Hong Kong forming its own political parties. 


Political Parties Will Soon Appear in Hong Kong 


Cheng: This is related to the fact that they look askance 

at quickening the pace of political reform in Hong Kong. 

They realize that a democratic system cannot stand on 

ee oS ee ee ee 
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democratic group is saying that we cannot continue to 
wait. We must use elections to stimulate the birth of 


political parties. 
Tobari: You think Hong Kong should have political 
parties? 


Cheng: Yes. 
Tobari: Have they begun forming political parties in 
Hong Kong? 


Cheng: | think so. People in the political commentary 
community are working on it. Some of my 

friends are also thinking along that line. In the long haul, 
I can't say political parties have now appeared in Hong 
Kong. In short, we must all pool our strength together. 
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Tobari In your opinion, when will Hong Kong's first 
political party appear’ 


Cheng: Very soon, 
Tobari: Does the Hong Kong Government approve of it” 


Cheng: In the past the government did not approve of 
the formation of political parties. But neither did it 
oppose it, so there are no specific provisions on it in the 
books Frankly, party politics has , bul not to 
the extent of involving formal political parties. Thus, | 
think the appearance of parties is a given, unless there 
are no democratic elections, As | see it, the pace of 
political reform should be speeded up while remaining 
stable The gradual approach is still the best because it 
takes ime for conditions to ripen. 


Tobari: A Hong Kong friend of mine has told me that if 
Hong Kong's political system resembles that of Canada 
after 1997, then the Chinese Government will find it 
hard to intervene after 1997. However, he recently said 
that, considering the Chinese Government, it is no use to 
do anything today. So he is rather pessimistic lately, 
having completely lost confidence in the future Are 
there plenty of people who think like him in Hong Kong? 


Cheng: Plenty. If you do not analyze the present Chinese 
Government with its laws and reasoning in depth, you 
will think that way. Most citizens have this emotional 
response, “You can roll your tanks into Hong Kong at 
any time. What is the point of talking?” It is this state of 
mind that has caused the flood of emigrants and unrest. 
But | do not think we must look at it this way. The 
Chinese Communist Government too has its own laws 
and logic. In particular, unlike us, it is looking at things 
from the perspective of power. So we should examine it 
and make a judgment accordingly. As long as it does not 
break the promise of “one nation, two systems,” we must 
take that as the starting point and fight for our “space.” 
China may develop in one of several possible ways in 
future. But | see no sign that it intends to make a “bad” 
decision regarding Hong Kong. To put it realistically, it 
may very well be some event in Hong Kong, not on the 
mainland, that persuades Beijing to make a bad decision. 


Tobari: Well said. Your analysis makes a lot of sense 
Thank you very much. 


Many Residents Seeking To Emigrate 
400506964 Hong Kong CHING PAO [THE MIRROR} 
in Chinese No 145, 10 Aug 89 pp 14-16 


[Article written by You Zixian (1429 2737 6343) on 21 
July 1989 “Are the Previously ‘Lucky Hong Kong 
Residents’ Becoming Today's ‘International Orphans’””’} 


{Excerpts} [Passage omitted] The people of Hong Kong's 
enthusiastic support for the democracy movement on 
Mainland China has cooled down suddenly since the 
Beijing Massacre on “4 June 1989," and many of them 
have been forced to a sober consideration of Hong 
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Kong's future in light of brutal reality. Since they will be 
subject to rule by the government of the PRC in 8 years, 
the broken promises and irresponsible attitude shown by 
the CPC regime since the start of the student movement 
in May 1989, as well as its continued brutal suppression 
of dissidents, have bitterly — ey and terrified the 
people of Hong Kong. The con that the govern- 
ment of the PRC built among them in a decade of reform 
and opening up to the outside world has completely 


collapsed almost overnight. 


Since there are fewer than 3,000 days until 1997, many 
of the people of Hong Kong are being forced to look for 
“a way out.” [passage omitted) 


Their prospects are bleak. Some Hong K residents 
have nized the “Hong Kong People To Save Hong 
Kong Movement,”’ which has made the first of its three 


goals a fight to win for the people of Hong Kong the night 
to live in England. Moreover, Teng Lienju [6772 557! 
1172) and Li P’engfei (2621 7720 7378), the heads of 
Hong Kong's legislative and executive offices, have 
become travel-worn and weary drumming up support for 
this goal in London. Despite their persuasive sincerity 
and tireless pleading, their words have fallen on deaf ears 
and most people both in and out of the British Govern- 
ment have remained unmoved. Prime Minister Thatcher 
has agreed only to adopt a flexible policy in handling the 
applications of some Hong Kong residents to live in 
England, and promised that if the people of Hong Kong 
are persecuted after Hong Kong is returned to China in 
1997, Great Britain will take actions, such as calling on 
other countnes to help them. British Foreign Minister 
Harvey has indicated even more clearly and unmistak- 
ably that England could not admit all of the over 3 
millon people of Hong Kong as residents, but could give 
the right to live in England only to Hong Kong's high- 
ranking government functionaries, ionals, busi- 
ness managers, and those engaged in sensitive jobs 
(about 20,000). 


Although the fight to win the people of Hong Kong the 
right to live in England may be well-intentioned, it is 
hard to make it sound reasonable since tt 1s being waged 
only to buy them “insurance.” Although it is true that, 
under normal circumstances, they would not really want 
to leave Hong Kong for England who could guarantee 
that, if they had the right, they would not vie to go and 
live in England if an emergency arose in Hong Kong in 
1997 or thereafter? The wife of the governor of Hong 
Kong can hardly be blamed for saying that che does not 
understand the mentality of the people of Hong Kong in 
fighting to win the right to live in England, since they are 
loudly condemning the British Government's meanness 
for refusing to let them live in England on one hand, 
while claiming that they would not go to England on the 
other. Thus, Britishers cannot help being perplexed. 


From the perspective of concern for Hong Kong's future, it 
is self-contradictory to say that the call for the people of 
Hong Kong to save Hong Kong is correct, while empha- 
sizing the fight for the nmght of 3-6 million Hong Kong 
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fe keeps @ passport in his pocket, does not consider 
Hong his home, and is prepared to “slip away” at any 
moment? In fact, since most Hong Kong are certainly 
not enthusiastic about fighting for the right to live in 
England and are well aware that 1| would be impossible, they 
are simply “going through the motions.” 


et ee Seen eee aa ing an 
island in the northern part of Austral and building @ 


new Hong Kong to take in its 6 million residents. While 
this ion to build a new Hong may sound like 
a idea, it is simply a mirage with absolutely no 


possibility of being realized. It has already been turned 
down by Australian officials, who say that the existence 


only unthinkable, but is also unacceptable to Australia 
and its provincial governments. Not only do Hong 
Kong's capitalists and masses of residents probably not 
want to move to a new Hong Kong and become “waste- 
land reclaimers,” but they would not even have the 
necessary objective ic and foreign conditions 
Ee A ee oe 
hard for the CPC to tolerate this act to “desert Hong 
Kong” that would cause so much to its interests, 
and the British are even less likely to risk falling out with 
China over it. Therefore, this “way out" is actually 
closed. [passage omitted] 


Since the people of Hong Kong have lost hope in the 
present situation while dreading the future, those who 
are able are naturally making to emigrate. Those 
who were undergoing emigration formalities have lost no 
time in speeding things up, those who were undecided 
have made up their minds quickly and are preparing to 
leave, while those who, because of economic, family, or 
personal limitations, were unable to leave are also taking 
all possible steps to acquive emigration qualifications. 


Emigration has become the most popular topic of conver- 
sation in Hong Kong. No visit with relatives or frends can 
be conducted without the following questions: “Are you 
ready to emigrate?” “Where are you emigrating?” “When 
are you going?” Even though business is slack in all indus- 
tnes, real estate prices have dropped, tourism is in a slump, 
and entertainment and consumer businesses are in much 
mushrooming and emigrant baggage packing and shipping 
companies are very busy. The wide variety of eye-catching 
advertisements for emigrants in the newspapers is swaying 
public feeling. Since people are on tenterhooks and many 
residents are eager to have passports, the rush to line up at 
visa offices to apply for British passports and identification 
certificates can hardly be coped with by visa office staffs. 
The wait on line to make appointments for identification 
certificates reportedly will extend to December 1989 and 
the wait to make appointments for British passports will 
extend to March | 990 at the general headquarters of the visa 
office at Chienshachu alone 


This shows the mentality of the people of Hong Kong in 
wanting to get away [passage omitted) 
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The people of Hong Kong are choosing to emigrate first 
to the United States and Canada, second to Australia 


self-interest. For instance, 
S. Senate passed an immigration reform bill 
during the first third of July 1989, which will raise the 
US. Kong immigration quota from 5,000 to 
10,000 
in the n 


permanen 

relatively hardline stand against admitt 
immigrants—also announced recently that it 
its restrictions and make it easier for Hong Kong immi- 
grants to apply to apply to cross its borders. 


Singapore's actions in this area can be said to be unusual. 


Singapore’ K tache office announced on 10 
July 1989 tha that edeand its imalention suwietens 


and ruled that blue- and white-collar workers from 
Kong who applied to immigrate to Singapore would 
only one of the following three qualifications: |) A 
Chinese or English high and 5 years of 
work experience at a salary of HK$6,000 [Hong Kong 
dollars} a month, 2) A standard mark of five on the 
General Certificate of Education (GCE) test or its equiv- 
alent, 3) Approved job credentials or their equivalent. 
This is much softer than Singapore's former immigration 
policy of welcoming only investors of $1 million Singa- 
pore. Singapore plans to admit 25,000 qualified people 
from Hong Kong in the next 5-8 years with this new 
policy to ease its shortage of specialists and technicians. 
Immigration will actually be available only to Hong 
Kong's upper or middie classes, while it will be too costly 
for most of the children of its blue- and white-collar 
workers. Thus, only “the poor will be unable to immi- 
grate.” The people of Kong are naturally scram- 
bling to take advantage of Singapore's current, unex- 
pected, greatly relaxed immigration policy. 


According to press reports, the day after Si 
announced its new immigration rules more than 20,000 
Hong Kong residents lined up at booths set up in the 
Haifu Center at Chinchung to wait for immigration 
forms. The scene was very chaotic because of the crowds 
of people and downpouring rain. When the people in 
charge were forced to stop issuing forms, the crowd made 
an uproar and the police finally had to send reinforce- 
ments to help keep order. 


In fact, the people of Hong Kong have certainly not 
shown much interest in emigrating to Singapore in the 
past. Although 1!,200 Hong Kong professionals have 
obtained permission to immigrate to Singapore in recent 
years, only 20 have actually left Hong Kong to work 
there. That Hong Kong residents are not hesitating to 
jump at the opportunity to get Singapore immigration 
forms even though they cost HK$! ,200 apiece, shows 
that even the proletariat has lost its faith in the CPC. 
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